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Business capital spending in 1871 is
expected to be up 2.2 percent from 1970,
This expectation, based on the Novem-
ber OBE-SEC survey, I3 the same as
that reported in August. A shorifall
from expectations for third gquarter
spending was offset by a rise in the
fourth quarter expectsation. Increases
are expected in both the first and sec-
ond quarters of 1972, with spending in
the first half up 84 pereant from this
year's second half,

BUSINESS expenditures for new plant
and equipment in the third quarter
were at a seasonally adjusted annual
rate of $80.8 billion, down $0.9 billion
from the second quarter, according to
the survey conducted in late October
and November by the Office of Business
Economics and the Securities and Ex-
change Commission. Spending is ex-
pected to rise to a rate of $84.0 billion
in the current quarter and to $87.1
billion in the first quarter of 1972.
Expectations for the second quarter
of 1972, which are somewhat more
tentative than those for the more
immediate future, indicate a further
rise to $88.5 billion (table 2).

Capital expenditures for the full
year 1971 are expected to total $81.5
billion,! 2.2 percent above 1970. The
increase is the same as the one reported
in the August survey, but lower than
the increases expected in February
(4.3 percent) and May (2.7 percent:
see table 1). The projected 2.2 percent
rise in 1971 compares with actual
increases of 5.5 percent in 1970 and
11.5 percent in 1969,

Actual outlays in the third quarter of
1871 were 2 percent lower than the

1. The cxpectatlon figures have boon ndjusied far system-
Bile bisses in survey respomses (focinote 2, talle 8). Before
adjustment, 1971 expenditures were expected to be $80.57
billion for ol indusiries, §30.05 bililon for mmuisciuring nnd
#9062 bdllion for nonmanniwioring. The adjustments were
applied separately to each major indostry; their net effect
wos b0 rofse the manufuctoring totsl by 80,18 billlan and the
ponmeEEetarg total by $0,94 lilion,
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Capital Spending Rise Foreseen in the
First Half of 1972

August projection but the fourth quar-
ter expectation was raised an equiva-
lent amount. Shortfalls from third
guarter expectations were widespread
among industrial groups, as were up-
ward revisions of fourth quarter pro-
jections.

First half of 1972
Investment expenditures in the first

half of 1972 are projected to be 6%
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percent above the second half of 1971
and 9 percent nbove the first half of the
year, The planned inerease in spending
from the zecond half of 1971 to the first
half of 1972 is attributable primarily to
the nonmanufacturing industries, which
expect an 8 percent HIerease. Air trans-
portation companies expect an Heronse
of 34 percent, the railroads 18 pereent,
and other transportation companies 8
percent, Ahm-@-map_mge inereases are
also expected by communications firms
(12 percent) and eas utilities (10 per-
cent). Electric utilities and commercial
firms expect 6 percent inereases while
mining companies project a 7 percent
decline.

Manufacturers expect a 3% percent
rise in outlays from the second half of
1971 to the first half of 1972. The gain
is prineipally among the durable goods
industries, Producers of stone, clay, and
glass products expect an 18 percent
inerease and nonferrous metal and “other
durable goods” companies project in-
creases of 13 percent and 11 percent,
respectively. Smaller increases are ex-
pected by machinery, aireraft, and
motor vehicle manufacturers.
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Table 2, —Expenditures for New Plant and Equipment, 1971=72
[Billions of dollnrs, sensonally adjusted annual rates]
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1. As expected in late October and November,

Sourees; U8, Department of Commeres, Office of Business Evonomics, and the Securdtles and Exclange Cormmilssion,

I the nondurable goods group, sub-
stantinl  advances are projected by
manulocturers of textile products (12
percent) and “other nondurable goods"
(16 percent). Smaller increases (4 per-
cent to 8 percant) are scheduled by the
rubber, food-beverage, and paper in-
dustries but these wdvances are offsel
by o L0-percent reduction expected by
petrolewmn refiners.

1971 annual investment programs

The 2.2-percent rise in capital out-
Inys now expected for the full year 1971
reflects o 7-percent advance in the non-
manufseturing industries and a 5Y%-per-

Table J~Manufacturers’ Evaluation of Their Capacity

| Pereont distribniion of grose enpital aaznta] 1

cent decline in manufacturing. Among
nonmanufacturing industries, eleetrie
utilities project a 20-percent rise,
mining companies a 13-percent rise,
and transportation firms (other than
rail and air) a 12-percent rise, Com-
mercial firms expect an increase of
9 percent, and communications firms ,
8 pereent. As o result of cutbacks and
postponements in jet aireraft programs,
airlines expect a drop of 38 percent but,
as indicated above, they project a very

IR e e

Manufacturers’ Evaluation of
Existing Capacity”

Parcent of Copitel Asah Held by Respandents Reparting —

= &0
1908 160 1670 1971 MORE CAFRCITY NEEDED
Dt | Maor, | Juna | Sepl. | Dee. | Mar, | June | Sept. | Doee. | Mar, | June | Bept. 50 =
i i1 k| 3N | 3 a1 k| 30 il i1 | 30 a0
I 1
More plant snd equipmont needed : |
All manufnciuring. . . a7 8] 4| H i H 42 11 an k] R a 4 Ly
Drarable gopds & . 45 i 40 | 40 b 1] a7 an 13 a1 i a5 il
Primary matuls_ . 41 41 an | | B an 30 X2 23 M) ] 1t
Metals lnbrieators A W 40 47 i3 1l a0 15 N1 H N 4 i i
Noodurable gooda ®_ . .., . I Wil T & L5 ] 5l o A= B iR 35 ai a0 paadv g el o gl b enulnnsld 1
Food Ineluding beverage. ™ il 1l al A7 d6 L1 “ 40 a8 15 a5
LT R R e fis 12 ] 7l 73 (51 8 1= T 43 42 kL]
TR e e = e s A a0 il 42 a7 L1 47 il =] a8 ] a5
ﬂhlhll‘ﬂlﬂl!: A0 = Wmmﬂ =+
All manufsetudng. ... ....._._._______.. L] " 52 6l L] 50 A2 51 61 il &l ]
Dpalingoadad.. . oo ] 7| =| 6| 53| 5| 60 il ) L
Frimarymetal.. . ... _....._._. il 44 il ] [ M ] Al i i 0 L 7
Metal |.Ll1r|:|'4:lnr'.'|'I i 45 in 45 By 2 B il ks ) i L ] 5 =
Nondursble gosds?. .. A4 Eh &1 4l 14 47 - 45 A 7 L N
Freni llwludinw 15t'l'\t'I'IIﬂ' 1| @] = 5 44 fil o] L] i fi2 4] ik
Clhemyicnl. . s ) 2 £ ] ) 24 a1 a1 &l L1 ] A5 ah
! 2| : ;
]EITD]DL‘IJII sassssssssssssssssss b L I B 53 i i an i il 2 40 ||I'||||I||I|I|||I|.|IIII1II|III
Existing plant and equipment exceeds needs:
Al manufacturing. .. .. ........ et i 3 b i 1 ] 1 .1 7 T !I. 1 — — = =
Drurabic grodss.... . 7 1 7 7| 8| 10| w| 12 f 9| 13| i, [ CAPMITYEXCEEDS NEEDS il
Primary metals.., 14 K] 14 1 (1] 16 14 17 K a 11 4l
Meral larbearard 2 Teit i a id i il T 5 11 11 u 5] 13
Naldurabile goods = . R a a i i a ] ] 4 Il fi Ll T
pmpetmoewiocon B o8 1 8 1) 5 1) 9| 3 4| B . SR
1L ramaann : | 4 i [ SRR TR T T O S I A S
Petroleam. - AR 1 1 1 | 1 L1} 1] 0 Q I a I:I: LU 1964 45 Py o7 P Fr T )

1. According to respondent eanpanies’ charseterizotions of their plant and equipment fwclities, inking Ento neeount

l]'IEIr current arnd prospsive sales for the next 12 months,
Ineludes indusiries not shown se Aaly.
ﬂ. Inclhades machinery, transporatio

equl;u:lnnt anel fnbriosted motals indasiries.

Bources: U8, Department of Commerce, Ofler of Busineas Economics, and the Securitios and Exchango Commnlssion,

Fral of Quorier, Mol Adjuited for Seaiancl Varstiss

*Helalivg 13 prespective uperalions during tie pnwiag 12-month pened
Dty UAESEC

UL frpertmen o Cormece, (iher al Rsurans Fonemsoa Hs=kf-R



Decomber 1971

sharp inerease in expenditures in the
first half of 1972. Declines this yost
are expecied hy the rodlronds (6 percent}
and the gos utilities (4 percent)
Durable goods producers expect o
9% percent reduction in outlays from
1970 to 1971, with especiolly large
declines projectad by manufnciurers of
aircraft (80 percent}, iron and skeel
(18 percent), and nonelectrical machin-
ery (17 percent). Nondurable gowds
firms expect o 1X-percent decresse.
Steep cuis are axpected by mokers of
paper products (26 percent) and rubber
products (13 percent}, but increases are
axpected by producers of petrolen (7
percent), textiles {8 percent), and
“asther nondurable goods” (4 percent),

Manufacturers’ capacity evaluation
Mavufacturers’ eveluations of their

capacity, taking inte account prospec-

tive salez over the next 12 months,
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reveal littls change betwoen June 30
and September 30 in the need [or more
Iactlities. Companies owning 31 percent
ol totel fixed besats reported that they
nead move fncilities, se against 30 per-
cent in June and 41 percent in Septetn-
ber 1370 (table 2). The chemical
producers ars the only group showing o
sizable increass in the need for addi-
tionnl facilities.

Companies reporting capacity in ex-
cess of needs accounted for 11 percent of
total fixed assets ot September 30, up
2 percentage points from June 340. The
increase was centered in primary metals
manufacturing. Focilities wviewed o
“shout ndequats” as of September 30
represented 58 percent of manufac-
turers’ fixed nssets.

Sturts and carryover

Investment projects started by man-
wiscturers during the third quarter

17

totaled $7.8 billion, after sensonn] nd-
justment, almost 16 parcent higher than
in the second guarter (takle 4). The
incroaze wns 23 percent for durables
and B percent for nondurable goods
manuineturers.

Tha value of hew projects started by
manufacturing compenies sxcesded their
capital expenditura in the third quarter,
resulting in an increase in carryover—
the amounts still to be spent on plant
snd equipment projects siready under-
way. Seasonslly edjusted cerryover at
Beptembor 30 totaled $19.6 billion for
all manufneturers, up $0.3 billion from
the end of June but down $2.5 billion
from 0 year ago.

MNew projects storted by publie ntili-
ties spurtsd to o record $6.0 billion in
the third quarter, up sharply from the
$4.8 billion started in the preceding
quarter. Carryover by utilitios also rose,
reaching a record $28.9 billion ot the
snd of the third guorter.

Table 4.=—Staris anid Carryover of Flant and Eguipment Projects, Manufecturing and Mablic Utilivies, 1960=71
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Tnvestment determinants

The factors balioved to ba influantial
near-term investment determingnbs eon-
Jtinua {0 be mixed. The uneceriainiies
arising from the announcement of hew
economir policies by the President on

SURVEY OF CURRENT EUSINESS

Angust 15 seem to hnve heen somewhnt
dispelled. The mejor negative factor in
the business investment picture con-
tinues to be the low rate ol capacity
wiilizetion in manulacturing. The poce
of economic ootivity, cesh fow, and
interest ratea continue to show improve-

Derember 1971

ment, and these trands should be rein-
foreed by the liberalized depreciation
procedures introduced at midyesr snd
the reinsinterment of the tox coredit
for expenditures on muochinery and
afuipment.

Table 5,—Expendituces foc New Hont and Equipment by U, 5. Business,! 19697
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